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The auditor’s knowing and understanding of the respective economic segment, the detailed analysis of the 
relations between income and results on account of time, motivate us to use the method of extrapolation and 
include it in the auditing procedures. 
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1. Introduction 
In our opinion, the relevancy of financial audit records is significantly influenced by the quality 
and  thoroughness  of  the  activity  carried  on  by  the  financial  auditor  or,  in  other  words,  by  the 
independence and accuracy of his conclusions. 
Market  dynamics,  economic  conjuncture  is  elements  witch  can  rapidly  influence  financial 
results, which require financial auditors to determine exact information regarding the future evolution 
of the patrimonial entity and regarding bankruptcy risk. 
We think that these aspects can hardly be noticed by means of the calculation and the analyses 
of all financial ratios of the patrimonial entity, since this method takes a rather long period time. 
Thus,  by  using  the  method  of  extrapolation,  we  have  rapidly  found  out  some  tendencies 
depending on time. When using the method of extrapolation as a procedure of financial audit, we 
recommend its usage for patrimonial entities which have their financial statements drawn up according 
to the provisions of the International Standards of Accounting, in order to elaborate predictive studies 
for prolonging the past tendencies of variables. The most spectacular aspect encountered by us when 
using  the  above-mentioned  visualizing  the  impact  had  by  harmonizing  accounting  with  the 
International Standards of Accounting represents method. 
The  analysis  of  the  evolution  of  certain  parameters  in  time  is  also  made  by  using  the 
extrapolation method, which implies the study of the dependence between the two variables whose 
level changes in time. In this case, the model of the function, which approximates the trend, is usually 
illustrated by a correlogramme (dispersion cloud Figure nr.1.). On the OX axis we represent time, and 
on the OY axis the final financial results.  
 
Figure 1. The dispersion cloud of the relation between the final financial results and time. 
 
In  this  case  we  can  use  a  curvilinear  extrapolation  function:  f(x)  =  ax
2+bx+c.  In  order  to 
determine the parameters a, b and c, we use the data of the following table: 
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Table 1. Numeric data for studying the evolution of the relation between financial results and time 
 







4  tx  t
2x 
1999  0,170  -3  9  27  81  -0,510  1,530 
2000  0,250  -2  4  8  16  -0,500  1,000 
2001  0,570  -1  1  1  1  -0,570  0,570 
2002  0,870  0  0  0  0  0  0 
2003  0,033  1  1  1  1  0,033       0,033 
2004  -1,380  2  4  8  16  -2,760  -5,520 
2005  -1,110  3  9  27  81  -3,330      -9,990 
Σ  -0,597  0  28  72  196  -7,637  -12,443 
 
According to the specific formulae, we find a = 0,244; b = – 0,536 and c = – 0,907 and the 
evolution of the financial results in time will be determined by using the equation of the curve:  
x(t) = 0,244 t
2 – 0,536 t – 0,907 .  
Representing graphically what we have previously exposed, we obtain the following parabola: 
 
Figure 2. The parabola, which illustrates the harmonization point by representing the evolution of the final 
financial results in time 
 
For example, if in 2005 the final financial results are -1,11 m.u.
1, we replace the data in the 
equation of the curve and we obtain for 2006:   
x 2006 = 0,244 *16 – 0,536 *4 – 0,907  =  0,85 u.m.  
In conclusion, the results recorded in the financial accounts in 2006 follow an increasing and 
positive trend. 
2. The evolution of the income in time 
In order to determine the dependence between income and time, we shall use the regressive 
function  . b ax y + = because we notice a linear, increasing evolution (Figure nr.3). This line 
shows the relation between the couples of observations by minimalizing the distance between the 
points  ) , ( i i y x   corresponding  to  the  couple  and  the  points  ) , ( b ax x i i +   corresponding  to  the 
regressive straight line. On the OX axis we represent the time and on the OY axis the incomes. 
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Figure 3. The dispersion cloud income-time 
 
In order to determine the parameters a and b we use the data from the following table: 
 
Table 2. Numeric data for studying the evolution of income-time relation 
 








1999  2,1  -3  9  -6,3 
2000  2,5  -2  4  -5,0 
2001  3,5  -1  1  -3,5 
2002  4,7  0  0  0 
2003  5,4  1  1  5,4 
2004  6,7  2  4  13,4 
2005  7,8  3  9  23,4 
Σ  32,7  0  28  27,4 
 













i ∑ = ,  thus determine   978 , 0 = a , b = 4,67  and the evolution of the income in time is 
rendered by the equation of the straight line: 
67 , 4 978 , 0 + = t y .  
Thus if, in 2005 the income was  8 , 7 = y m.u., according to this study, in year 2006, the income 
will be: 
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Figure 4. The graphic representation of the found regressive straight line 
3. Conclusions  
The increasing trend of the income depending on time proves that the firm, the object of our 
study will maintain this trend in the future too. 
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